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FOREWORD 


This report on The Family Farm and America’s Heritage should 
be welcomed by every American, for it brings sharply to the attention 
of the Nation the conditions that threaten our established order of 
agriculture—the family farm. 

The system of family farming in America rejected the feudal systems 
of older nations and established the free enterprise economic founda- 
tion on which this Nation has flourished. I think that all who read 
this report will agree that America cannot now afford to allow the 
substitution of a hired hand industrial type of agriculture for the 
independent farm family on the land, and that the Nation’s policies 
must be shaped to perpetuate the family as the dominant operating 
unit in agriculture. 

This means that our agricultural policies must be such that the 
Nation’s farmers and their families share in the blessings of free enter- 
prise on a parity with all other elements of our national life. 


Haroitp D. Coo ey, 
Chairman, House Committee on Agriculture. 
Im 











LETTER OF TRANSMITTAL 


ConGREss OF THE UNITED SraTEs, 
House or REPRESENTATIVES, 
Washington, D. C., July 27, 1956. 
Hon. Haroutp D. Coo.ey, 
Chairman, House Committee on Agriculture, 


Washington, D. C. 


My Dear Mr. Cuarrman: I hand you herewith the final report for 
the 84th Congress of the Subcommittee on Family Farms. In it you 
will find some concrete recommendations which if carried out should 
restore the economy of the family-sized farm. The subcommittee has 
hoped to recommend the necessary legislation prior to the adjournment 
of the present session of Congress. However, the veto of H. R. 12 
threw an unexpected workload on all members of the committee, in 
an effort to find a program which would be satisfactory to the ad- 
ministration and yet have some hope of bringing badly needed 
assistance to agriculture in general. 

In writing the final report the subcommittee has avoided entering 
into controversial fields. We felt that in order to bring. about the 
earliest possible solution to family-farm problems it was necessary 
first to discover the areas of general agreement. Fundamental 
differences of opinion will be resolved by the full committee, and the 
subcommittee has avoided bogging itself down in needless arguments. 
We have concentrated on recommendations on which we are in 
accord, and these we find to be ample to launch a program of far- 
reaching benefit. Under no circumstances would we feel justified in 
delaying the start of the program. 

May I invite to your attention one particular recommendation 
of the subcommittee—namely, the formation of a new branch in the 
Department of Agriculture to be headed by an appropriate official. 
It is with considerable reluctance that I subscribe'to such a course. 
I realize that new officials create the need for new staffs and greater 
expenses, none of which is effective without a friendly department 
head. Since a great many and perhaps a majority of the problems 
of the family farm are administrative and can be solved by regulation 
without resorting to legislation, it seems obvious that there is need for 
an executive on the policy-making level charged with the responsibility 
for keeping the economy of the family farm in balance with that 
of agriculture in ‘general. 

With your approval I shall ask the members of the subcommittee 
to remain subject to call and to join with me in the preparation of 
legislation to present to the Congress in January or at a special session 
should one intervene. I am convinced that there is no more important: 
and challenging a problem than this one which concerns the family- 
sized farm. 


Iv 
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May I express to you my thanks for the privilege of heading this 
subcommittee. I have never been associated with committee mem- 
bers who have worked harder and it is my honor to commend them 
to you individually and collectively. 

I also commend the exceptional service rendered to the committee 
by its consultant, Francis M. LeMay, whose painstaking study and 
wise advice have contributed so much to our deliberations and 
conclusions. 

Yours very truly, 
Ciark W. THompson, 
Chairman, Subcommittee on Family Farms. 
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AMERICA’S HERITAGE 


The free-enterprise system grew out of an early dream of a nation 
sustained chiefly by and for devout, free, independent, and home- 
owning farmers. 

With its roots planted in this dream, the United States has become 
the envy of the world, in its strength, love of liberty, and in its 
standard of living. Whether such a nation might have grown from a 
different beginning can be answered only in the failure of history to 
disclose a comparable triumph of human vision and longings elsewhere 
or under other conditions and circumstances. 

All students of the growth of the American civilization seem in 
agreement that the family farm established the economic foundation 
for the liberties and the enterprise, and the national conscience, that 
are the heritage of the United States. 

The relationship of the family farm and the character of the 
American Government was well stated by Daniel Webster, who said: 


Our New England ancestors brought thither no great 
capitals from Europe; and if they had, there was nothing 
productive in which they could have been invested. They 
left behind them the whole feudal policy of the other con- 
tinent. * * * They came to a new country. There were 
as yet no lands vielding rent, and no tenants rendering 
service. The whole soil was unreclaimed from barbarism. 
They were themselves either from their original condition 
or from the necessity of their common interest, nearly on a 
level in respect to property. Their situation demanded a 
parceling out and division of the land, and it may fairly 
be said that this necessary act fixed the future frame and form 
of their government. The character of their political 
institutions was determined by the fundamental laws 
respecting property. * * * The consequence of all these 
causes has been a great subdivision of the soil and a great 
quality of condition; the true basis, most certainly, of 
popular government. 


Disturbing reports have come from the broad agricultural domain 
of America, telling of increasing numbers of farm families leaving the 
soil because of the deterioration of their competitive position, with 
their acreages becoming consolidated by purchase into larger holdings 
where hired labor supplants the family unit enterprise. 

Believing this to be the concern of the Congress and of all the 
people, Chairman Harold D. Cooley of the House Committee on 
Agriculture on August 5, 1955, appointed a Family Farms Subcom- 
mittee, under the chairmanship of Secuenutiigiies Clark W. Thompson 
of Texas, and he assigned this subcommittee this specific duty: 


1 
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To make a special study of the ways and means to protect, 
foster, and promote the family farm as the continuing 
dominant unit in American agriculture, with special atten- 
tion to the manner in which we can adjust our farm programs 
to accommodate the convenience, productivity, and pros- 
perity of the family farm unit. 


This is the final report of the Family Farms Subcommittee to the 
84th Congress. 
Scope or Stupy 


The subcommittee went directly to farmers to hear in their own 
locations and in their own words the cause of their distress and the 
extent of their thoughts that might suggest remedy. 

For this on-the-ground study the areas where the problem is now 
more acute were selected. Traveling some 3,000 miles, most of this 
across country by bus, the subcommittee held sessions at Hallettsville, 
Tex.; LaGrange, Tex.; Texas A. & M. College at College Station; 
Louisiana State Univ ersity at Baton Rouge; at Troy, Ala.; Fulton, 
Miss.; Pulaski, Tenn.; Raleigh, N. C.; and at Abingdon, Va. There 
were special conferences with farmers and their leaders at Schulenburg, 
Tex.; Columbus, Miss.; Andalusia, Ala.; Greenville, Ala.; Town Creek, 
Ala.; and at Virginia Polytechnic Institute, Blacksburg, Va. 

The subcommittee in effect took the Congress to the small farmers 
and to others interested in their problems who cannot come to Wash- 
ington to tell their story and present their views. 

Subsequently, the subcommittee held hearings in Washington, to 
receive the views and suggestions of the general farm organizations on 
family farm problems. 


STATEMENT 


From the direct association of its members with farmers, in these 
rural travels, from the hearings in Washington, from study of infor- 
mation in the Department of Agriculture and of other inquiries into 
the problem, and from an awareness of the source of the Nation’s 
vitality in its beginning and growth, this Subcommittee on Family 
Farms finds: 

(1) There is a deterioration of the economic structure of the family 
farm, already manifest in the disappearance of thousands of small 
family-oper ated farm units. 

(2) Remedy will require action by the Federal Government, in 
_— cooperation with farmers and their organization and community 
eaders. 

(3) The answer ultimately must be the decision of the American 
people—urban and rural people alike—on the fundamental question 
whether the Nation can afford to risk the consequences of a decadence 
of the basic rural system that pioneered and for so long a time has 
nourished the American economic, social, and political order. 

This subcommittee impresses particularly upon all thoughtful 
persons, in these circumstances, the place of the family farm in the 
free enterprise system. 

Small, independent business is in a relative position. 
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FREE ENTERPRISE 


It is appropriate then to stress that the free enterprise system, 
in the natural aspirations for individual achievement by a free people, 
has two prime motivations. They are: 

(1) Profit, which is a primary dimension of the individual and 
family standard of living. 

(2) The hope of people working for others, particularly those of 
younger ages, that with diligence and frugality some day they may own 
their own farms or their own businesses. This is an American aspect 
of every man’s desire to be his own boss. 

This subcommittee is convinced that by the proportion the Nation 
permits a lessening of the number of opportunities for venture into 
individual enterprises—for one to own his own farm or his own busi- 
ness—then by an even larger measure will the free enterprise system 
be weakened. Free enterprise is the spirit of the frontier. The 
frontier must be kept open for men to venture into, and to achieve 
independence in, individual and family enterprises. 

The self-interest of those who have a stake in the American system— 
and that is all Americans—requires this. 


SPIRITUAL, SOCIAL, AND POLITICAL VITALITY 


Moreover, this subcommittee by its intimate studies is persuaded 
that, beyond all other notice and regard, the agricultural order in the 
family unit pattern must be considered especially for the spiritual, 
social, and political vitality it has contributed to our civilization. 

A lessening of this vitality already is manifest in the shapes of an 
alarming growth in juvenile delinquency in urban areas, of crime, of 
the disappearance of many rural churches, of decaying little towns, or 
neglect of community loyalties and pride, and perhaps a lack in many 
places of the full satisfaction of a free trade in friendship and common 
purpose. 

The Committee for Economic Development, an organization of the 
Nation’s top business leaders, has this to say: 


America came to greatness from her ‘“‘grassroots,”’ and it is 
from life in small communities that strength must continue to 
flow and nourish our country toward greater accomplishment 
which can be shared by all. The hope of America is not 
that our huge cities shall become more vast—it is rather 
that the small communities shall consolidate their oppor- 
tunities to grow and become better, more interesting places 
for our people to live in and prosper. In the final analysis, 
our Nation is just one community added to another until the 
splendid total makes us what we are. 


Much valuable information was accumulated by subcommittes 
members, during their travels, through personal conversations not 
reflected in the record, but incident to meetings in the various :om- 
munities. 

In Texas it was noted that many clergymen were in attendance. 
They seemed particularly aware of the problems of the family farmers, 
and several testified beneficially. When a committee member 
remarked to a clergyman that it was gratifying to note their interest, 
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the clergyman replied that his church regarded it as of paramount 
importance to keep its members in rural communities. Here, he 
said, family and home life flourish without the distractions of the 
big cities. Here young people are raised in healthful family environ- 
ments. Here the men of the family were not apt to join in activities 
of a kind which, although they might be necessary to city life, would 
weaken the bond between a pastor and his parishioners. 

The Special Committee To Study Problems of American Small 
Business, created by the 79th Congress, studied the family farm in 
its relationship to free enterprise and its influences upon community 
life and the democratic institutions. The summary and findings of 
the special committee are deeply related to the studies of this Family 
Farms Subcommittee, and merit a place in the body of this report. 
This matter follows: 


Whether industrialization of farming is a threat not only 
to the family farm, but also to the rural society founded upon 
the family farm, is the specific subject of the present report. 
The purpose of this study is to test by contemporary field 
research the historic hypothesis that the institution of small 
independent farmers is indeed the agent which creates the 
homogeneous community, both socially and economically 
democratic. 

The present inquiry consists of a detailed analysis and 
comparison of two communities, one where agricultural op- 
erations are on a modest scale, the other where large factory- 
like techniques are practiced. Both communities lie in the 
fertile southern San Joaquin Valley in the great Central 
Valley of California, where highly developed and richly pro- 
ductive agriculture is characteristic. Limitations of time 
and resources dictated that no more than two communities 
be studied. Numerous other pairs might have been chosen 
which doubtless would have yielded comparable results. 

The two communities studied here naturally vary in some 
degree with respect to proportions of surrounding lands de- 
voted to this or that crop, with respect to age, to depth of 
water lift for irrigation, etc., as well as with respect to the 
scale of the farm enterprises which surround them. Con- 
trols as perfect as are possible in the chemist’s laboratory are 
not found in social organizations. Yet the approximation 
to complete control achieved by selection of the communities 
of Arvin and Dinuba is surprisingly high. Other factors, 
besides the difference in scale of farming, which might have 
produced or contributed to the striking contrasts of Arvin 
and Dinuba have been carefully examined. On this basis 
the conclusion has been reached that the primary, and by all 
odds the factor of greatest weight in producing the essential 
differences in these two communities, was the characteristic 
difference in the scale of farming—large or small—upon 
which each was founded. There is every reason to believe 
that the results obtained by this study are generally applica- 
ble wherever like economic conditions prevail. 

Certain conclusions are particularly significant to the small- 
business man, and to an understanding of the importance 
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of his place in a community. Not only does the small farm 
itself constitute small business, but it supports flourishing 
small commercial business. 

Analysis of the business conditions in the communities of 
Arvin and Dinuba shows that— 

(1) The small-farm community supported 62 separate 
business establishments, to but 35 in the large-farm com- 
munity: a ratio in favor of the small-farm community of 
nearly 2 to 1. 

(2) The volume of retail trade in the small-farm commu- 
nity during the 12-month period analyzed was $4,383,000 
as against only $2,535,000 in the large-farm community. 
Retail trade in the small-farm community was greater by 61 
percent. 

(3) The expenditure for household supplies and building 
equipment was over three times as great in the small- farm 
community as it was in the large-farm community. 

The investigation disclosed other vast differences in the 
economic and social life of the two communities, and affords 
strong support for the belief that small farms provide the 
basis for a richer community life and a greater sum of those 
values for which America stands, than do industrialized 
farms of the usual type. 

It was found that— 

(4) The small farm supports in the local community a 
larger number of people per dollar volume of agricultural 
production than an area devoted to larger scale enterprises, 
a difference in its favor of about 20 percent. 

(5) Notwithstanding their greater numbers, people in the 
small-farm community have a better average standard of 
living than those living in the community of large-scale farms. 

(6) Over one-half of thé breadwinners in the small-farm 
community are independently employed businessmen, per- 
sons in white-collar employment, or farmers; in the large- 
farm community the proportion is less than one-fifth. 

(7) Less than one-third of the breadwinners in the small- 
farm community are agricultural wage laborers—char- 
acteristically landless, and with low and insecure income— 
while the proportion of persons in this position reaches the 
astonishing figure of same two-thirds of all persons gainfully 
employed in the large-farm community. 

(8) Physical facilities for community living—paved streets, 
sidewalks, garbage disposal, sewage disposal, and other 
public services—are far greater in the small-farm community; 
indeed, in the industrial-farm community some of these 
facilities are entirely wanting. 

(9) Scheols are more plentiful and offer broader services 
in the small-farm community, which is provided with 
elementary schools and 1 high school; the large-farm com- 
munity has but a single elementary school. 

(10) The small-farm community is provided with three 
parks for recreation; the large-farm community has a single 
playground, loaned by a corporation. 
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(11) The small-farm town has more than twice the 
number of organizations for civic improvement and social 
recreation than its large-farm counterpart. 

(12) Provision for public recreation centers, Boy Scout 
troops, and similar facilities for enriching the lives of the 
inhabitants is proportioned in the two communities in the 
same general way, favoring the small-farm community. 

(13) The small-farm community supports two newspapers, 
each with many times the news space carried in the single 
paper of the industrialized-farm community. 

(14) Churches bear the ratio of 2 to 1 between the com- 
munities, with the greater number of churches and church- 
goers in the small-farm community. 

(15) Facilities for making decisions on community welfare 
through local popular elections are available to people in 
the small-farm community; in the large-farm community 
such decisions are in the hands of officials of the country. 

These differences are sufficiently great in number and 
degree to affirm the thesis that small farms bear a very im- 
portant relation to the character of American rural society. 
It must be realized that the two communities of Arvin and 
Dinuba were carefully selected to reflect the difference in size 
of enterprise, and not extraneous factors. The agricultural 
production in the two communities was virtually the same 
in volumes—$2% million per annum in each—so that the re- 
source base was strictly comparable. Both communities 
produced specialized crops of high value and high cost of 
production, utilizing irrigation and large bodies of special 
harvest labor. The two communities are in the same climate 
zone, about equidistant from small cities and major urban 
centers, similarly served by highways and railroads, and 
without any significant advantages from nonagricultural re- 
sources or from manufacturing or processing. The reported 
differences in the communities may properly be assigned 
confidently and overwhelmingly to the scale-of-farming factor. 

The reasons seem clear. The small-farm community is a 
population of middle-class persons with a high degree of 
stability in income and tenure, and a strong economic and 
social interest in their community. Differences in wealth 
among them are not great, and the people general!y associate 
together in those organizations which serve the community. 
Where farms are large, on the other hand, the population 
consists of relatively few persons with economic stability, 
and of large numbers whose only tie to the community is 
their uncertain and relatively low-income job. Differences 
in wealth are great among members of this community, and 
social contacts between them are rare. Indeed, even the 
operators of large-scale farms frequently are absentees; and 
if they do live in Arvin, they as often seek their recreation 
in the nearby city. Their interest in the social life of the 
community is hardly greater than that of the laborer whose 
tenure is transitory. Even the businessmen of the large- 
farm community frequently express their own feelings of 
impermanence; and their financial investment in the com- 
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munity, kept usually at a minimum, reflects the same view. 
Attitudes such as these are not conducive to stability and 
the rich kind of rural community life which is properly 
associated with the traditional family farm, 


THE CONDITION 


An understanding of the cause and condition of the strain upon 
the family farm is essential to any discussion of remedy. 

There are a number of definitions and concepts of the family-type 
farm. One definition the subcommittee heard is this: The family- 
type farm generally might be considered a farming operation in 
which managerial decisions are made by the farmer and most of the 
physical work in the production of the farm enterprise—exceptions 
would be made in harvest operations—is done by the members of 
the farm family living on the farm. It should be large enough to 
provide a reasonably full-time job for the operator, and sufficient 
income for the farm family. 

Family farms long since have shifted to production for exchange 
rather than production primarily for the family’s own use. In this 
process the capacity for self-sufficiency on the farm has waned. The 
fast mechanization of agriculture has made capital as important to 
the farmer as to the industrialist and cash income as essential to the 
family on the land as to the worker in the factory. 

This transition rendered farmers increasingly vulnerable, in their 
forced reliance on the uncertainty of the prices in the market places. 
Industrialists make their own prices for the things they produce, to 
reflect their costs and profits; industrial workers are organized to 
improve and protect their wages; whereas farmers still must sell 
pees: in auction markets, usually on terms dictated by the 

uyers. 

Thus exposed to the unrestrained play of economic forces, agricul- 
ture in the late 1920’s was caught in a downward spiral of prices. 
Then, much as today, there was prosperity in the rest of the economy, 
and the farmers’ worsening circumstances attracted only limited 
notice. But, when the whole economy entered into the great de- 
pression, the Nation became aware of the importance of agriculture to 
the well-being of all our people. 

It was then that the farm program came into being. 

In the operation of this program, and due largely to an expanding 
economy during the war and postwar periods, the cash receipts of 
farmers increased from $4,735 million in 1932 to more than $30 
billion. 

The improvement in farm income created a great market for things 
produced in the towns and cities. This made jobs and kept factory 
wheels turning. Rural people were able to buy the conveniences 
and comforts that Drerevany had been within the reach only of city 
and town people. The REA took electricity to the farm homes. 
Farmers were able to mechanize and apply the new sciences including 
the use of nore and improved plant foods. Farmers, with the means 
to do it, used their new resources and their energies to restore and 
conserve the soil. Farmers’ capacity for production of food and 
fiber was vastly increased and, in each of the 11 years, 1942 to 1952, 
inclusive, farm income was at or above 100 percent of parity. 
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But now agriculture is subjected again to a deepening recession. 

While the rest of the population enjoys unprecedented prosperity, 
the farm economy declines year by year. In 1955 the per capita 
income of people on farms went down to $860, while the per capita 
income of nonfarm people climbed to $1,922; and of the $860 per 
capita income for farm people, approximately one-third was derived 
from nonfarm sources such as pay to farmers who take part-time 
employment in town. 

THE CAUSE 


The subcommittee emphasizes that these new strains and hardships 
in the agricultural economy cannot be attributed to any failing or 
fault of farmers, but they derive principally from the abundance of 
food and fiber built up in response to the policy of Government which, 
at the outbreak of the Korean conflict, suspended all crop controls 
and called for all-out production. This was an essential and proper 
policy related directly to the safety of the Nation, and farmers 
responded with a great outpouring and mobilization of food and fiber. 

But the Government, since the end of the Korean conflict in 1953, 
has not extended to agriculture the considerations which were provided 
for industry. 

Agriculture was geared by Government policy to meet a worldwide 
threat of communism. The same was true of industry. But industry 
has operated on a cost-plus contract basis, enjoying guaranteed profits 
on Government business; it has received special tax considerations; 
and was awarded billions of dollars for reconversion from emergency 
production. Industry has been protected against the competition 
of surplus war and defense material. Trucks and cars, and other 
Government-owned industrial surplus goods have been kept off the 
normal competitive markets. Industrial war plants have been 
recognized as surplusage, and charged off to war. Conversely, 
farmers have been forced to carry a large burden of their costly 
changeover to more normal production. The presence of the abundant 
stores of food and fiber, produced in farm operations attuned to 
emergency, has depressed farmers’ prices and has caused severe 
hardships by cutbacks in crops in the effort, approved by farmers in 
their own elections, to eliminate the surpluses. The costs of price 
supports on these stored commodities are charged to the farm program, 
and not to war or defense, as in the case of industry’s production of 
guns, planes, and the vast number of other items that never were 
used in combat or moved up to a firing line. 

Thus protected, and in an expanding economy, industry is pros- 
perous: thus unprotected, despite the expanding economy, agriculture 
has moved into a deepening recession. 

The subcommittee recognizes, of course, that ali the problems of 
agriculture are not of emergency or recent origin. The advance of 
technology—the mechanization of farms and the application of new 
sciences—has rendered the land more productive. These advances, 
while assuring the total population an abundance of food and fiber at 
less and less cost, in relation to individual income, have worked in one 
critical respect to the disadvantage of the institution of farming. One 
farm worker today produces food for 20 persons, while as late as 1930 
a worker in agriculture provided food for only 10 persons. The out- 
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put per farm worker has doubled in 25 years. Fewer persons are 
required in agriculture as efficiency advances, and there is the ever- 

resent threat that the increase in mechanization will bring greater 
industrialization into agricultural production, with economic resources 
being concentrated into fewer and fewer hands. 

Charts and tables later in this report indicate the growth of such 
concentration, in the disappearance of small family farm units and 
the increase of larger units. 


SMALL FARMERS TESTIFY 


While all the broad and intimate interests of the family farm are 
the concern of this subcommittee, major emphasis has been con- 
centrated in this study upon the smaller farms, and on units operated 
by new farmers, especially veterans who carry heavy debts, for this is 
the area where farmers and their families now are being forced off the 
land by falling prices, constriction of acreage planted to major crops, 
and by lack of adequate production resources. 

This problem was presented to the subcommittee by the first 
witness in the opening of this study at Hallettsville, Tex. Eugene 
Hermes of Sweet Home, Tex., made a very brief statement. This is 
what he said: 


Honorable Congressmen, businessmen, and fellow farmers, 
I am considered a small family-sized farmer. I have 57% 
acres in cultivation. My cotton allotment is 8% acres. * * * 

I have 3 boys in high school, 1 boy in elementary school, 
and me and my wife to feed, clothe, and educate on 8% acres 
of allotted cotton. 

My land needs terracing and needs it bad. The soil-con- 
servation people say how in the world can I terrace any land 
on 8% acres cotton allotment? 

When me and my wife first married, 19 years ago, we were 
on the place that we are on today, and we worked, we always 

lanted from 15 to 18 acres of cotton annually. Now my 
oys are big enough to help me and I have nothing for them 
to do. 

I have a neighbor south of me who is moving to town this 
year, and one north of me moving to town. 

Fellows, that is where I am going to have to go, and I will 
be dissatisfied, unhappy. I know no other trade but farming. 
I was raised on a farm and I must stay there if I am going 
to risk making a living. 

To be honest with you, gentlemen, I"am not making a 
living. I am just existing. Two of my boys desire to be 
farmers. That is their ambition. They want the free life 
that we have on the farm, but they cannot see it. The 
oldest boy will graduate this year. He told me through 
cotton-picking time, “Daddy, I would like to farm, but how 
am I going to farm? You can’t give mea start. You can’t 
help me.” 

When I was a boy and a young man, I got 4 or 5 acres of 
cotton to help me get started. What is the boy going to do? 
If he goes to the city, I can’t give him an education. He 
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would have to be a common laborer, and, fellows, you have 
plenty of common laborers in the cities, as you probably 
know. 

I think I covered my situation as briefly as possible. 
I thank you, gentlemen. 


MANY FARMS VANISH 


This subcommittee went behind the statistics to study the human 
equation in the disappearance of the small family farms. The testi- 
mony of farmers and the association with them disclosed an area in 
the national economy where free enterprise is suppressed, where 
effort is without due reward and where the opportunities are but few 
for sons to follow in the footsteps of their fathers, to venture into 
individual and family enterprises upon the land. 

Bureau of the Census and Department of Agriculture statistics 
show that 600,000 farm units vanished between 1950 and 1954. The 
decline in farms during this 4-year period thus was almost twice the 
total in the 20 years 1920-40. The disappearance of farms in recent 
years has taken place among those of 259 acres and less. Conversely, 
there has been a marked increase in the number of farms of more 
than 260 acres. 

This trend is accountable for the concern in some areas of agriculture 
that the “factory in the field” may supplant family farm operations, 
that large farming enterprises with hired labor will replace the inde- 
pendent family unit. 

The following tables give a concise picture of what is taking place 
in agriculture, relating size of farms, number and percentage of farms 
by economic ‘class, farm families by total money income, and the 
rise of total United States population and fall of the farm population. 
The accompanying charts supplement the emphasis upon the serious 
and urgent nature of the farm problem now confronting the Nation. 


TaBLe 1.—Changes in number of United States farms by size groups, 1920 to 1954 








| 
Acreage size group | 3 1930 1940 1950 | 1954! 

. neneepereeeepentemeceneeneentetal cenemesencepeerieemsamemrssasenesill eerie nmemameeee espera 

| Thousands | Thousands | Thousands aaa’ Thousands 
DOD ot tie iia meamadbenad | 29 359 506 ! 

MRI ne a ete ee 2,011 2, 000 | 1, 780 1, 478 1, 213 
ae ee eee ee L 475 1, 374 | 1, 291 1, 048 864 
i a a ee 21,490 91, 388 | 1, 279 | 1, 103 053 
I a a ee 3491 | 3476 | 517 | 487 464 
a i a 476 | 451 | 459 | 478 482 
aa caiasinennin 150 160 | 164 182 192 
PN am NIN a 67 | 81 101 | 121 130 
Total number. ........-------------- 6, 448 6, 289 | 6,097 | 5, 382 [4,782 4, 782 
POG EID CINE so kd cectaccenndawineaeee 148 | 155 | 174 | 215 242 


11954 Census of Agriculture, Farms, Farm Characteristics, Farm Products, Preliminary. 
* Corrected for comparability with more recent Census data by estimating the number of farms in the 
174- to 179-acreage size group. 


Prepared by Agricultura] Research Service, U. S. Department of Agriculture. 
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TaBLE 2.—Number and percentage of farms by economic class, United States, 1954 























Economic classification Gross value of sales class limits Number | Percent 
Thousands 

RGR, . ddadatiascsidummmaneecbnandnndsconnnnkamedeamantnbh aun aaninnte 4, 783 100.0 
Commercial faring. ..................- SND QUI Ble Soc ic saciid cennmineseal 8, 327 | 69.6 
TS casicansiiaideiabananed $25,000 and over_.......-.--- ices 134 | 2.8 
CEE nndiduinis Miiidnausaeaewan | SE RRO. ccdeb cain cnenemitos 449 9.4 
NE  cuccvatcenddsamashewsewe I CN ies te asncibdincs naka cesoeemanas’ 707 14.8 
ET cn: nets dcmietall dae dckiaih tt eceteath Se IE cc baskbaibeabeaniaenns 811 16.9 
I ns cniisieentibdigieeticliinehieeebtesaiaie ED Oe IIIS, os a eedsttinaduneauesineniceannet 763 16.0 
uc dvuddnthdelnaminadiude SL | 462 9.7 
A CE ns cc srentncccncndndeciens acetntbecdedesenecscasnsscnneeneceeensena 1, 456 | $0.4 

j ea ——— 
IR cn meancawaes wuneoeein SRR Ae ee Oe 575 | 12.0 
NIE on cckiiwiinscasccesncen i Pf cviareudageahundcasaupens 879 | 18.3 
SNE oa cbbucbinonnensns ebee | ie ate iene en caaheeeuseescnieed 3 | 1 

t | 





1 Farms with sales of $250 to $1,199 were classified as part time if the operator worked off farm as much 
as 100 days or other income of the operator family exceeded farm sales, 
# Public and private institutional farms, experiment stations, etc. 


Source: Prepared in Agricultural Research Service, USDA, from data in United States Census of 
Agriculture. 


TasBLe 3.—Farm families by total money income, for the United States: 1948 and 1954 


{Numbers In thousands] 

















Total Under $1,000 to $2,000 to | $3,000 and 
$1,000 $2,000 $3,000 over 
1948 
PORT GIIN 5. os owccoscesecccnccacsssnnees 6, 720 1, 680 1, 600 1, 380 2, 060 
1954 (current dollars) 
SE Rs cinicc picnics naeecsnsenseces 5, 226 1, 432 1, 215 793 1, 786 
= —=@=™"EU_—WCOS_S—— — 
1954 (1948 dollars) 
ON hs aioe ic nvcddsdideencconess 5, 226 1, 583 1, 261 853 1, 529 


Norr.—Figure above includes hired-worker families as well as farm-operator families. 
Souree: Bureau of the Census, Department of Commerce, 
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TABLE 4.— Tota! population and farm population: 


\Total popula, 
tion includ- | 
Year | ing Arn ed | 
| 








Forces 7 
overseas ! Number 
Thousands | Thousands | 
1910... 91, 885 | 32,077 | 
_ 93, 502 | 32. 110 | 
eR. accect 94. 965 | 32, 210 | 
NR eek 96, 753 32. 270 | 
En csceccl 98, 645 32, 320 | 
necks 100. 191 | 32, 440 | 
Ny snsanc’ 101,612} 32.530 | 
EE a ncnedons 103, 052 | 32, 430 | 
Deedes dike 104, 246 | 31, 950 
DD cccwitaet es 104. 935 | 31, 200 
Dp cmmnbamien 106, O89 | 31, 974 
ee 108, 023 | 32, 123 | 
NOT cic eect 109, 676 | 32. 109 | 
SOP redeneins | 111, 476 | 31, 490 
Rs th echininl 113, 573 | 31, 177 
DR icccnincaal 115, 402 | 31, 190 | 
a 117, 007 | 30, 979 | 
| Saas 118, 628 | 30, 530 | 
IE acral 120, 135 | 30, 548 | 
121, 453 | 30, 580 | 
1930_...---.--| 122, 775 | 30, 529 
WE aes nics 123, 841 30. 845 | 
MR esnenecn 124, 658 | 31, 388 | 


| 


1 Provided by the Bureau of the Census. 
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7, BRA 
649 | 


ARO 


. 642 
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098 | 
498 | 
297 | 


027 | 
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480 


5. O51 
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AVERAGE NET INCOME OF 
COMMERCIAL FARMERS * 


Selected Type-of-Farming Areas and Rest of United States, 1949 
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RESIDUAL INCOME 


Per Commercial Farm, by Productivity Regions, 1949 
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FAMILY FARM REQUIREMENTS 


These are four obvious requirements to the successful operation of 
a family farm: 

(1) Ability and determination on the part of the farmer. 

(2) An economic unit of productive capability, or credit enough 
to acquire an adequate farm and equipment, and credit for operating 
capital. 

(3) Local leadership and cooperation with farmers, especially to 
organize farm marketing. 

(4) A fair price for what the farmer sells. 

The Government long since has recognized a fundamental responsi- 
bility in these requirements, and in corollary programs for farmers. 
It has provided an overall farm program with a diversity of mecha- 
nisms, including price-support operations, marketing agreements and 
orders, authority and funds for surplus removals, a wide range of 
credit facilities, vocational education and Extension Service guides, 
research, marketing aids, REA and rural telephones, crop insurance, 
animal. disease and pest. control operations, inspection and grading 
services, far-flung conservation programs, and other services. 

In his major requirements, a farmer’s determination and ambition 
depends, of course, largely upon the kind of person he is, but his efforts 
may be enlivened by expanding opportunities for a successful farm 
operation. Vocational schools, the Extension Service, and other 
agencies are available for his use in improving his ability to produce. 

In credit and marketing, and in other fields, a better lot for the 
family farmer in many areas could be had by a more aggressive use of 
the mechanisms now at hand. 

A fair price for what the farmer produces has and always will be 
the paramount need of agriculture. Prices at a parity with the wages 
of workers in other pursuits and in a fair relationship with earnings of 
business and industry would remove the need for many of the Govern- 
ment aids to agriculture. 

THE FHA 


The Farmers’ Home Administration was established expressly to 
assist operators of family-type farms. The principal statutory 
authority is the Bankhead-Jenes Farm Tenant Act of 1937 which has 
as its objective the rendering of credit assistance to operators of 
family-type farms. Other statutory authorities including the Water 
Facilities Act, title V of the Housing Act of 1949, Public Law 38, 
approved April 6, 1949, and Public Law 727, approved August 31, 
1954, authorize loans to farmers, but do not limit such loans to 
operators of family-type farms. Most loans, however, under these 
latter authorities are made to operators of family-type farms. 

The greatest need of the small family farmer, along with a fair price 
for what he sells, is an adequate farm with suitable equipment. The 
Bankhead-Jones Act was written by the Congress specifically to meet 
this need, by establishing credit for tenant farmers to become farm 
owners and for farmers with inadequate farms to expand their produc- 
tive resources. 

A wider use of the authority of this act should substantially lessen 
the hardships now experienced by many small farmers due to deficiency 
in the means of productivity. 
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Since the Bankhead-Jones law was enacted 20 years ago the au- 
thority has been used for 79,853 loans amounting to $602,823,000 to 
aid farmers in the purchase of farms, and to assist small farmers in 
expanding the size and development of their farms. Borrowers have 
made a remarkable record of repayment on loans. Whereas the loans 
are made for 40 years over one-half have been repaid in an average of 
9 years. Losses in the program have amounted to only about one- 
third of 1 percent. Approximately 57 percent of borrowers are ahead 
with their payments. 

The subcommittee recognizes that the FHA must exercise care in 
administering this farm ownership program. The agency cannot be 
put into the position of a banker urging or peddling credit upon 
farmers. The care with which this program has been administered is 
commendable. However, this subcommittee believes that more 
cooperation by farm and local leaders could greatly expand this farm 
ownership program, by introducing worthy small farmers to it. Such 
cooperation could provide a direct answer to a wide area of the family 
farm problem that is the subject of this study and report. 

(This subcommittee considers the Farmers’ Home Administration as 
holding such great potentialities in behalf of family-unit farms that 
it is printing in the appendix of this report a complete summary of this 
agency’s powers and authority. There is in the appendix also a 
summary of credit available through institutions supervised by the 
Farm Credit Administration.) 


LOCAL ACTION 


Moreover, local action, along with accelerated activity at the 
Federal level, could deal effectively with other facets of the family 
farm problem by using authority already in the laws and funds pro- 
vided by the Federal Government. 

Local activity is especially needed in organizing production and 
marketing to meet nearby produce needs. Small but adequate 
grading and marketing services could provide substantial benefits to 
a great number of family-type farms in many areas. Without such 
services farmers generally receive poor prices for ungraded products 
and they are discouraged when they must peddle their products in 
the absence of organized marketing facilities. 

A good account of what can be accomplished in this field was given 
the subcommittee at its Abingdon, Va., hearing by Parke C. Brinkley, 
commissioner of the Virginia Department of Agriculture. His report 
is worth repeating, as an example of enterprise and cooperation that 
might be undertaken in many areas suited to a diversity of production 
by family-unit farms. 

The Virginia Department of Agriculture’s market expansion sec- 
tion made a study of the distress egg prices received by small-flock 
owners in the central Shenandoah Valley. ‘This showed that a small 
cooperative using Federal-State grading was collecting eggs from 
farmers and selling them in case lots to wholesalers in Washington, 
D. C. The Washington wholesalers in turn put the eggs in cartons 
for retailers. Demand for valley eggs varied widely with the seasons. 
Also, wholesalers deducted the cost of retail cartoning from the price 
paid the cooperative. 

A solution seemed to be a dependable retail outlet which would let 
the co-op at Harrisonburg do the cartoning. In Roanoke, marketing 
agents from the Virginia Agriculture Department found a food chain 
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which was having quality troubles with imported eggs and wanted 
local eggs in carload lots. 

Marketing agents and grading-service men brought chainstore 
management and co-op board together. The co-op contracted to 
supply the chain’s needs in chain cartons. The day the new plan 
began, egg prices in Harrisonburg went up 4 cents a dozen to the 
producer. They have maintained that margin ever since. In the 
first year of operation, the chain’s egg sales increased from a carload 
a week to a carload a day at no increase in price to the consumer. 

Today, the co-op collects the farmers’ eggs in its own trucks, grades 
and packs them into its own refrigerated tractor-trailer, and runs them 
to the chain’s warehouse in less than 24 hours. This project has 
brought at least an additional $300,000 a year income to farmers 
in that Shenandoah Valley area. 

The Research and Marketing Act of 1946 authorized Federal match- 
ing funds to State departments of agriculture for action and service 
programs in the field of farm marketing. These funds have been 
used to expand Virginia’s program in behalf of small farmers. 

Other tools already provided by the Congress must be used aggres- 
sively to accomplish the maximum economic stability for the family 
operated farms. The effective use of the section 32 program for sur- 
plus diversions is especially important. The subcommittee recog- 
nizes the impact of sharp price fluctuations due to temporarily exces- 
sive supplies of various perishable commodities in the hands of pro- 
ducers who have not been operating in the framework of the usual 
price support activities. The subcommittee urges prompt action in 
this area to stabilize prices by assistance in the orderly handling of 
surplus problems. 


CONGRESS ALERT TO FAMILY-FARM NEEDS 


Since the beginning of the farm program, the Congress has been 
aware of the problems peculiar to the family-unit farmers. Many 
beneficial laws have been enacted, with the particular hope that they 
would stabilize the small-farm economy. We need only to mention 
some of the activities under these laws tu convey the extent and depth 
of the determination by a majority in the Congress to establish and 
maintain a condition of prosperity among farm people. 

The Congress has provided commodity loan and purchase programs, 
marketing agreements and orders, and surplus removal programs, to 
protect farmers’ prices. 

It has established machinery for production adjustments, subject to 
approval of farmers in their own elections, to fit farm output to market 
requirements. 

It has aided farmers in building adequate storage facilities. 

It has built a far-reaching credit system for agriculture, including 
the Farmers’ Home Administration, primarily to serve the credit 
needs of family-unit farms. 

It established the Soil Conservation Service, including watershed 
protection and flood prevention programs, and the Agricultural Con- 
servation Program Service, all to enable farmers in protecting and 
improving their soil. 

It created the Rural Electrification Administration, to develop 
electric power and telephone services for farmers. Electricit y, seldom 
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a on a farm 25 years ago, now is provided to almost every rural 
amily. 

It has provided for crop research, farm and land management 
research, livestock research, home economics research, utilization 
research, research at State experiment stations. 

It created the cooperative extension services, with objectives to 
insure the economic stability of the farm family, increase the efficiency 
of market operations, improve family living, improve health, assist 
farm youth. 

It established the Farmer Cooperative Service, which conducts 
research and carries out related service and educational activities for 
farmers’ cooperatives on problems of organization, financing, manage- 
ment, merchandising, costs, efficiency, and membership. 

The Congress has established: 

The Agricultural Marketing and Agricultural Stabilization Services. 

Federal crop insurance. 

Plant and animal disease and pest control. 

Inspection, grading, classing, and standardization, which make 
possible uniform standards of quality and better markets for agricul- 
tural products. 

The school lunch and school milk programs. 

Sales of agricultural commodities for foreign currencies, and relief 
programs, under Public Law 480. Government-owned food is made 
available for needy people. 

The Commodity Exchange Authority, to prevent commodity price 
manipulations and corners. 

The Sugar Act, to stabilize prices for cane and sugar beet producers. 

These are some of the major activities that Congress has provided. 
Tremendous strides have been taken and life in the country has been 
made far more comfortable and attractive. Many of the advantages 
have accrued to large as well as to small farms. They all have bene- 
fited, but there still remains a serious problem peculiar to the family- 
size farm. 

The subcommittee recognizes that in order to cure this virtually 
important phase of the Nation’s agricultural community the Congress 
must write remedies with these problems especially in mind. There 
should be complete cooperation from the Department of Agriculture. 
There also should be an unselfish recognition on the part of the great 
landowners, and those who aspire to be, that they should not hope to 
prosper indefinitely at the expense of the small farmers and that to do 
so threatens the stability of our agricultural economy. 


GENERAL FARM ORGANIZATIONS SPEAK 


The thesis of the foregoing textual matter of this report was set 
forth primarily on the basis of the subcommittee’s direct association 
with farmers, in its rural travels and study. 

Subsequently the subcommittee, sitting in Washington, heard the 
views of the general farm organizations: the American Farm Bureau 
Federation, the National Council of Farmer Cooperatives, the Na- 
tional Farmers Union, and the National Grange. 

We sought from these organizations and their staffs specific reme- 
dies to promote the stability and prosperity of family-unit farms. 
We received valuable suggestions from each. But we observed a 
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diversity of views and persuasions abiding among these organizations 
that, if not mediated and resolved, might delay indefinitely the 
effectuation of a program essential to protect family enterprise in 
agriculture from the growing trend toward concentration of land into 
larger holdings and factory-type operations. 


CONCLUSIONS AND RECOMMENDATIONS 


A farm program must be measured by its usefulness in buying 
values for all the people of the United States. These values in agri- 
culture embrace chiefly: (1) An abundance of food and fiber for the 
great consuming populations; (2) a solid base under the total economy 
of the Nation, A maintaining a fair return to the producers of food 
and fiber; (3) a healthy and vigorous free enterprise system, where 
opportunities remain open for individual venture with the hope of 
due reward; and (4) a perpetuation of the rural family and community 
order that is indispensable as a source of spiritual, social, and political 
vitality in a growing nation. 

The major dimensions of these values are in direct proportion to the 
duration and circumstances of the family farm as the basic unit of 
agriculture. 

It is recognized that any discussion of the family-type farm is easily 
associated with affection and sentiment, and perhaps emotion, 
because of the long identity of this rural order with the fundamental 
values. This is not to manifest or intimate, however, that this rural 
order can be maintained solely for the values heretofore supplied. 
The hard test now is in the growing competition within agriculture 
due substantially to technical evolution. It is the judgment of this 
subcommittee that the family system in farming, in adequate produc- 
tion units, can continue to be the most efficient, the most economic, 
and the most satisfying operation in a prosperous agriculture. 

This subcommittee concludes that the Nation’s farm program must 
begin with the family farm; that the program should not promote the 
“factory in the field” type of farming, for, except in a few specialized 
operations, there are no values for the Nation in substituting a hired 
labor agriculture for the independent family farm; that specific em- 
phasis must be placed upon the development of our smaller farms into 
adequate units with resources sufficient for economic production; and 
that the rights of tenants as well as those of landowning farmers must 
be protected. 

Steps must be taken to protect the income of family farms by a fair 
return on their production, with the major benefits of Government 
efforts toward this objective being limited to the output level of the 
family-type farm. 

Therefore, this subcommittee recommends: 

Enactment of legislation to assure each family-size farm its share in 
the Nation’s agricultural production and in the prosperity which the 
American system has provided for the Nation’s general economy. 
Whatever method is arrived at, it should not be tied to specific crops, 
but rather should encourage the farmers who are a part of the program 
to maintain a high gross production. Such a program should assure 
freedom of farmers in selecting their crops, except in crops where 
farmers approve of production controls because of the presence of a 
surplus. 
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In farm programs which convey authority for production adjust- 
ments, specific provision must be made for allotments of acres or units 
of production that will reflect fair treatment to small farmers in rela- 
tion to the needs of their families for a decent standard of living. To 
this end specific minimum allotments should be made for the various 
crops under production adjustment programs. The subcommittee in 
its field studies found great hardships among small farmers resulting 
from the constriction of their allotted acres below the necessities of the 
farm families. These hardships, and their solution through minimum 
allotments, should be the concern of the Department of Agriculture, 
the Congress, and the Nation. 

The subcommittee further recommends: 

Credit.—Intensified operations under the Farmers’ Home Adminis- 
tration, especially in those operations that provide small farmers with 
credit to acquire adequate farms and equipment. The Farmers’ 
Home Administration was founded for this purpose. Congress must 
make certain that its appropriations are sufficient and that its opera- 
tions in this field be extensively, though carefully, expanded. Lending 
must be on a constructive basis, within the capability of the farm, 
under the management of its owner, to repay in a reasonable term of 
years. 

Markets —Expansion of that phase of the Research and Marketing 
Act of 1946 which authorizes Federal matching of State funds for 
action and service programs in the field of farm marketings. Increase 
the Federal funds for this purpose. As indicated in the body of this 
report, this subcommittee is convinced that a substantial part of the 
answer to the family-farm problem lies in cooperative marketing, 
where numbers of family farmers assemble their products—especially 
perishable foods—at one location for grading, cleaning, and packaging, 
and for sale in quantities to attract buyers for extensive distribution. 
The Secretary should examine the feasibility of expanding the Farmer 
Cooperative Service of the Department of Agriculture to include a 
section devoted to the small farmer service phase of cooperative 
activity. 

Vocational education.—Vocational instruction should be available, 
both in formal schooling and on the farm. Vocational instruction 
should begin in the seventh or eighth grade rather than be delayed to 
the high-school period, and it should include industrial subjects as 
well as agriculture, in order to gain the interest and convey the scopes 
of opportunities at an earlier age. Since 2 or 3 out of 4 rural youngsters 
are destined to settle into urban and industrial employment, the voca- 
tional education of rural schools definitely should embrace elementary 
training in urban pursuits. This applies especially to areas of small 
farms, since these are the sources of the largest youth migrations to 
urban employment. There needs to be established in land-grant 
colleges and vocational schools more detailed emphasis on teaching 
future vocational teachers, supervisors, and county agents, especially 
in the practical operation of mutual and efficient marketing by 
family-unit farms. 

Industry.—Establishment of a national policy on the widest possible 
dispersal in the location of industry, both in Government defense 
plants and in private industry. This is not only a matter of good 
sense in national defense, but the placement of industry in rural areas 
will find a wealth of sturdy manpower. Despite lack of experience 
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and training in industrial operations, the great majority of rural 
people have shown they acquire industrial skills quickly. The social 
conditions under which people live and raise their children in rural 
or community areas are far superior to those existing where increasing 
city populations are pressed into more and more crowded environ- 
ments. Moreover, there is a distinct advantage to industry and 
workers in the rural community, where managers and employees 
attend the same churches, their children associate in the same schools— 
in brief, where the community spirit discourages the frequent antag- 
onisms associated with concentrated industrial areas. 

Production costs —There are challenging opportunities for com- 
munity endeavor to cut production costs and improve the competitive 
position of the family farm. Cooperative arrangements can make 
available equipment and services of high quality to increase the pro- 
ductivity of the family farm. The history of rural America is replete 
with community effort in barn raisings, spray rings, apple tree pur- 
chasing pools, and other mutual undertakings. A modern version 
is cooperative breeding associations, cooperative use of tractors, 
combines, ditching and other equipment. Modern equipment re- 
quires heavy capital investment and its efficient and full use can in 
many cases be realized by cooperative effort of individual farmers who 
find a common need. Rising costs of machinery and materials used 
in farm production have occurred simultaneously with the deteriora- 
tion of farm prices. Among the suggestions brought to our attention 
to deal with the cost-price squeeze was one to create a family-farm 
equalization fund to aid families in the purchase of essentials by pay- 
ments that would partly offset increased costs. 

Conservation.—More liberal programs for soil conservation practices 
on small farms, and prompt payment to farmers who undertake ap- 
proved conservation practices. Overall farm programs involving 
soil, water, and forest conservation need to be scrutinized and modified 
so that their principles and practices are economically and technically 
fitted to the small operators. 

Family farms program coordinator.—This subcommittee has noted 
with interest that the Department of Agriculture initiated a rural 
development program some 2 years ago. Mr. Herschel D. Newsom, 
master of the National Grange, testified that this program “bas in 
our opinion scarcely gotten off the ground,” and he suggested that 
the program be put into the hands of one person in the Department 
whose responsibility would be the development and operation of this 
program. This subcommittee recommends that an appropriate 
official at a high policymaking level be designated within the Depart- 
ment to direct this program and to coordinate other Government 
activities dealing with the family-farm problem. 

Voice in administration.—The subcommittee found some of the 
problems of small farmers to be administrative, in the operation of 
Government farm programs. In areas where there are production 
controls, the problem of individual farmers often can be corrected 
by the State committees. Small farmers at all times must have fair 
representation on the administrative committees and other bodies 
related to operation of the various agricultural programs. The sub- 
committee points attention particularly to the fact that many of 
the troubles of small farmers in the old Cotton Belt were caused by the 
shift of acreage to the vast mechanized operations of the West and 
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Southwest, and we suggest that much of the resulting distress can be 
relieved through a better distribution of the cotton acreage reserve of 
each State. 

Leadership.—A program should be encouraged by the Department 
of Agriculture to provide trained leaders in community organiza- 
tion. Democracy finds its meaning in the community. Programs 
for economic improvement can be put into effect far more quickly 
and beneficially in organized rural communities. Local initiative and 
cooperation are imperative in programs directed at improving the 
economic position of the family farm. The greatest hope for the 
future lies in interest in and emphasis upon nat outh organizations. 
Rural churches, the Extension Service, the schools, and other organi- 
zations and activities are making great contributions. The leader- 
ship essential to the solutions sought in this study and recommenda- 
tions of this report now is coming from the ranks of rural youth. 


THE IMPORTANCE OF UNDERSTANDING 


Finally, this subcommittee emphasizes that the paramount need 
today is unity of purpose in agriculture and better understanding 
between farmers and their customers in the towns and cities. The 
interests of our great rural and urban populations are one and the same. 
They are intermixed and inseparable. The farmer’s problem is every- 
body’s problem. It is important to the well-being of rural and 
urban people alike, as it is a matter of simple justice, that farm families 
should share fairly in the fruits of free enterprise, which is the heritage 
and pride of all Americans. 


Criark W. Txuompson, Texas. 
GrorGE M. Grant, Alabama. 
JoHN L. McMI.uan, South Carolina. 
Tomas G. ABERNETHY, Mississippi. 
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W. Pat JENNINGS, Virginia. 
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Wiruiam R. Wiirams, New York. 
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APPENDIX A 


Crepit AVAILABLE TO OprraTors OF Famity-Typr FARMS AND 
OtrHers THROUGH THE FARMERS’ Home ADMINISTRATION 


The Farmers’ Home Administration was originally established to 
assist operators of family-type farms. The principal statutory 
authority is the Bankhead-Jones Farm Tenant Act which has as its 
objective the rendering of credit assistance to operators of family- 
type farms. By amendments enacted during the 84th Congress, 2d 
session, loans are also authorized on farms of less than family type 
under certain conditions. Other statutory authorities including the 
Water Facilities Act, title V of the Housing Act of 1949, Public Law 
38, approved April 6, 1949, and Public Law 727, approved August 
31, 1954, authorize loans to farmers, but do not limit such loans to 
operators of family-type farms. Most loans, however, under these 
latter authorities are made to operators of family-type farms. 

Following is a general outline of the specific loan authorities prior 
to the 84th Congress, 2d session, and the changes authorized by legis- 
lation enacted during the 84th Congress, 2d session. 


Bankhead-Jones Farm Tenant Act 


Title I—Direct farm ownership loans are made for periods up to 
40 years at 4% percent interest, in amounts up to 100 percent of the 
long-term earning capacity value of the farm as improved, for the 
purchase of farms and for the enlargement and development of farms, 
including dwellings and other farm buildings. Also loans advanced 
by private lenders for the same purposes are made and insured by 
the Government in amounts up to 90 percent of the long-term earning 
capacity value of the farm as improved. Insured loans bear 3% 
percent interest to the lender plus a 1 percent insurance charge. 

Loans may be made or insured only on farms which are determined 
to be sufficient to constitute “efficient family-type farm-management 
units,’ or which when enlarged or improved will constitute efficient 
family-type farm-management units. 

By statute, a loan may not be made to anyone who can secure 
credit from other sources in his community on terms prevailing in the 


community “but not exceeding the rate of 5 percent per annum.” 
Amendments enacted during the 84th Congress, 2d session, author- 
ize (1) loans to owner-operators, conducting substantial farming 
operations on less than family-type farms, for the same purposes as 
on family-type farms, including the refinancing of existing debts 
incurred for agricultural purposes; (2) insured loans, not exceeding 
$15,000, for ores and other farm building improvements, on farms 
the operation of which requires no more than 3 farm families or 3 
farm dwellings; and (3) until June 30, 1959, loans, on farms not more 
than family-size, for the refinancing of existing secured or unsecured 
indebtedness the terms of which the applicant presently is unable to 
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meet, providing the applicant is unable to refinance such indebted- 
ness with other lenders, and providing that the total indebtedness of 
the applicant is not in excess of the value of the real estate and the 
reasonable value of the applicant’s livestock and farm equipment. 

Title IJ.—Production and subsistence loans are made at 5 percent 
interest for periods up to 7 years for the purchase of livestock, feed, 
seed, farming equipment, refinancing of existing indebtedness, and 
other farm needs. Generally, these loans are confined to operators 
of family-type farms who need credit to adjust their farming opera- 
tions to increase their efficiency and productivity of the farm. Some 
loans are made to operators merely for annual operating expenses 
where no change of the farming operations is involved. The initial 
loan under this authority may not exceed $7,000 and no further loan 
may be made so long as the total amount outstanding, including 
accrued interest, taxes, and other obligations properly chargeable to 
the account of the borrower, exceeds $10,000. A borrower may not 
be extended further credit unless he has liquidated his indebtedness 
within 7 years. This provision applies to indebtedness incurred on a 
production and subsistence loan as well as indebtedness incurred on 
other types of loans made prior to November 1, 1946, when produc- 
tion and subsistence loans were first made. 

By statute, a loan may not be made to anyone who can secure 
credit from other sources in his community on terms prevailing in the 
community ‘‘but not exceeding the rate of 5 percent per annum.” 

Amendments enacted during the 84th Congress, 2d session, change 
the name of these loans from ‘“‘production ana subsistence loans’’ to 
“operating loans’ and authorize (1) loans to operators conducting 
substantial farming operations on less than family-type farms, (2) 
the extension of the terms of loans beyond 7 years to maximum of 10 
years in justifiable instances resulting from causes beyond the control 
of the borrower, (3) increasing the limit on initial loans from $7,000 
to $10,000, and (4) making loans which would cause the principal 
indebtedness of the borrower to exceed $10,000 but not to exceed 
$20,000. 


Water Facilities Act 


Soil and water conservation loans are made for periods up to 20 
years to individuals, and 40 years to associations for the effective de- 
velopment and utilization of water supplies, for irrigation and do- 
mestic water, and for drainage and soil conservation purposes. Loans 
to individuals are limited to $25,000, and associations to $250,000. 
Direct loans are made at 4% percent interest, and loans advanced by 
private lenders are made and insured by the Government at 3% percent 
interest, plus a 1 percent mortgage insurance charge. 

By administrative regulation, loans ar not made to anyone who can 
secure credit from other sources at reasonable rates and terms. 


Public Law 38, as amended 


Production emergency loans.—These loans are made to farmers and 
stockmen at 3 percent interest in areas designated by the Secretary of 
Agriculture as having suffered a production disaster causing a need for 
agricultural credit not readily available from other sources. Loans 
may be made for any agricultural purpose, including all types of 
operating expenses, and for replacement or repair of buildings when 
disasters have destroyed such buildings. 
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Under this legislative authority, loans are being made in the Great 
Plains area to assist farm operators to overcome the hazards of the 
prolonged drought conditions and to adjust their farming operations 
to assist them in converting their operations as necessary to better 
withstand drought conditions. 

Economie emergency loans.—These loans are made at 3 percent 
interest in areas designated by the Secretary in connection with any 
major disaster determined by the President to warrant assistance by 
the Federal Government under Public Law 875 (81st Cong.). These 
loans may be made to any established farmer or stockman for any 
agricultural purpose, if the Secretary finds that an economic disaster 
has also caused a need for agricultural credit that cannot be met for a 
temporary period from commercial banks, cooperative lending 
agencies, the Farmers’ Home Administration under its regular loan 
programs, or other responsible sources. Loans made under this 
authority are usually repayable in 1 year, but the terms are established 
to fit the borrower’s repayment ability. 

Special livestock loans.—These loans are made at 5 percent interest to 
any established producer of cattle, sheep, or goats (but not a com- 
mercial feedlot operator) for the purpose of continuing his normal 
livestock operation if he has a good record of operations, a reputation 
for honesty, integrity, and payment of his debts, and has a reasonable 
prospect of success. Loans may not be made for periods exceeding 
3 years. Loans are not made to refinance existing indebtedness, to 
enable the borrower to expand substantially his normal operations, or 
to produce cash crops. 


Public Law 727, as amended 


Under this authority, ‘‘special emergency loans’ may be made until 
June 30, 1957, at 3 percent interest for any agricultural purpose, except 
for refinancing of existing indebtedness, where the Secretary of 
Agriculture determines that there is a need for such credit which 
cannot be met for a temporary period from commercial banks, cooper- 
ative lending agencies, the Farmers’ Home Administration under its 
regular loan programs, under Public Law 38, or other responsible 
sources. Loans are limited to individuals or partnerships who are 
actively engaged in the operation of a farm or ranch. Loans may not 
exceed $15,000 and loans may not be made to any one borrower so 
as to increase his total indebtedness under this authority to an amount 
in excess of $20,000 including principal and accrued interest. Funds 
for these loans are derived from the disaster loan revolving fund 
which is also the source of all loans made under Public Law 38. The 
act places a limit of $15 million on the total amount of loans under this 
authority. 

Amendments enacted during the 84th Congress, 2d session, extend 
the authority for special emergency loans to June 30, 1959, and 
increase the limit on the total amount of loans from $15 million to 
$65 million. 


Title V of the Housing Act of 1949 

Under this authority, farm housing loans may be made at 4 percent 
interest for periods up to 33 years to enable farm owners to construct, 
improve, alter, repair, or replace dwellings and other farm buildings 
on their farms. Loans may not be made to farm owners who can 
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secure credit from other sources upon terms and conditions which 
they could reasonably be expected to fulfill. 

The following table shows the number and amount of loans of the 
various types which have been made since the Farmers’ Home Admin- 
istration was established on November 1, 1946. The figures for farm 
ownership loans include all loans of this type made since 1938. The 
farm ownership and production and subsistence loans were made only 
to operators of family-type farms. The other types of loans include 
racer made to operators of farms larger or smaller than family-type 
arms. 


Loans made by the Farmers’ Home Administration from the dates indicated through 
June 30, 1956 


Type of loan Number of | Amount of 
loans loans 

en ee Ss Ss seaneinocueagueaccorengaenebocwes 79,853 | $602, 823, 803 
Production and subsistence (since Nov. 1, 1946)...........-.----------------- 860, 091 | 1, 013, 942, 626 
Water facilities and soil and water conservation (since 1939)— 

IE Diet 25 taht Widtesbabatdeidedoedbuadbcddcbudsbewdubisceds 23, 709 56, 002, 127 

Da tn elaine sorhndranduniunewehennt 401 9, 900, 697 
Production emergency (since April 1949) ...............-....-.------.-------- 158, 341 222, 387, 336 
I INI sn es cli edad bnbbdnebhnouwcease 64, 107 89, 226, 310 
es a orenpenebinnmpiinnesnenania 8, 027 68, 163, 349 
ee III HIND BUDO ii oceans cussducscsccecadsbasusdeebsavceceus 14, 498 14, 962, 350 
ee a I a cbs ci bs ctitsandeedboenenecueuseseumedsewns 19, 481 101, 025, 681 


Norte.—Except for the farm ownership and farm housing loans, the numbers of loans include supple- 
mental loans to indebted borrowers. Supplemental loans are included in the ‘“‘Amount of loans” column 
for all types of loans. 


Farm ownership loans under title I of the Bankhead-Jones Farm 
Tenant Act are made for the purchase of farms as well as for the im- 
provement of farms already owned. Since the beginning of this 
authority in 1938, a total of 59,408 loans for $416,062,717 have been 
made or insured for the purchase of farms. 

Farm ownership loans under title I and production and subsistence 
loans under title IT of the Bankhead-Jones Farm Tenant Act may be 
used to assist farm operators to expand and adjust their operations 
so as to constitute an efficient economic farming unit. Loans to owners 
may be made under title I for the enlargement and development of 
farms including the improvement of farmhouses and other farm build- 
ings. Loans for these purposes are used to assist the owners to make 
their farms efficient, economic family-size units. Currently, over half 
of all farm ownership loans are for enlargement or development. 
Production and subsistence loans are used to assist operators of farms 
to adjust their farming operations to increase the efficiency of the 
farm and its productivity. Most production and subsistence loans 
are made for the purpose of assisting the applicant to establish new 
farming enterprises and to adjust his operations to more efficiently 
utilize his land resources. The result is to permit the operator to 
expand and increase the productivity of the farm and to utilize more 
fully and to a greater advantage all of the acreage of the farm. 

Soil and water conservation loans often result in placing uneconomic 
farm units on an economic basis. Loans for irrigation and domestic 
water supplies and for soil conservation purposes have a very marked 
effect on the income-producing capabilities of the farms on which these 
loans are made. 
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CreEepitT AVAILABLE TO FARMERS AND THEIR COOPERATIVES THROUGH 
INsTITUTIONS SUPERVISED BY THE Farm CreEDIT ADMINISTRATION 


The Farm Credit Administration is an independent agency in the 
executive branch of the Government. The agency consists of the 
Federal Farm Credit Board, the Governor, and other officers and 
employees engaged in the work of the Administration. The Federal 
Board consists of 13 members, 12 of whom are appointed by the 
President with the advice and consent of the Senate. The 13th 
member is designated by the Secretary of Agriculture as his repre- 
sentative on the Board. The Farm Credit Administration supervises, 
examines, and coordinates the activities of the cooperative Federal 
Farm Credit System. The Governor, under the general supervision 
and direction of the Federal Board, is responsible for the execution 
of the laws creating the powers, functions, and duties of the Farm 
Credit Administration. 

There are in each of the 12 Farm Credit distr:cts a Federal land 
bank, a Federal intermediate credit bank, a production credit cor- 
poration, and a bank for cooperatives. There is a Central Bank for 
Cooperatives located in the District of Columbia. Each district has 
a district Farm Credit board of 7 members who also serve as the board 
of directors of each of the 4 district institutions. 

The Farm Credit Administration makes no loans of any kind to 
farmers. The loans to farmers and their cooperatives are made by 
the supervised institutions as explained below. 


Federal land banks 


The Federal land banks, and the national farm loan associations 
through which the loans are made, were established under authorit 
of the Federal Farm Loan Act of 1916 (12 U.S. C. 641), as amended. 

The Federal land banks provide farmers and ranchers with long- 
term mortgage loans on farm real estate. Application for such a loan 
is made through the local national farm loan associations. There are 
approximately 1,100 of such associations in the United States, each 
of which serves a territory assigned to it. Each borrower must become 
a member of and subscribe to stock in the local association in the 
amount of 5 percent of his loan and the local association, in turn, 
must subscribe to a similar amount of stock of the Federal land bank 
of the district. The stock is retired when the loan is repaid. 

A Federal land bank loan must be secured by a first mortgage on 
the farm or ranch and is repayable on an amortized basis in annual 
or semiannual installments over a term of not more than 40 years. 
Loans may be made for not less than $100 nor more than $200,000 
to any one borrower. In no event may the amount loaned exceed 
65 percent of the appraised normal agricultural value of the farm or 
ranch offered as security. 
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Since the Federal land banks obtain their loan funds primarily from 
the sale of consolidated Federal farm loan bonds, the interest on loans 
varies with the cost of money. At the present time, the interest rate 
per annum charged by the banks varies from 4 percent in most dis- 
tricts to 4% or 5 percent in other districts. 


Production credit corporations and associations 

The production credit corporations and the production credit 
associations were organized under authority of the Farm Credit Act 
of 1933 (12 U.S. C. 1131), as amended. 

The production credit corporations were established to organize, 
capitalize, and supervise the production credit associations which make 
loans direct to farmers. These associations make short- and inter- 
mediate-term loans to farmers and ranchers for all types of farm and 
ranch operations. There are 498 production credit associations in 
the United States. A typical association serves 5 or 6 counties and 
usually has several field offices or points of contact in its territory. 
Application for such a loan is made to the local production credit 
association or one of its field offices. 

Each borrower from a production credit association is required to 
own voting stock in the local association in an amount equal to 5 
percent of the amount of the loan. With the approval of the asso- 
ciation, such stock may be transferred or exchanged (for nonvoting 
investment stock) upon repayment of the loan. The size of each 
loan depends upon the credit needs of the farmer, his ability to use 
the money wisely, and his ability to repay it without impairing the 
efficiency of his farming operations. No loans are made for less than 
$50. Loans are usually made on a budgeted basis for periods up to 
1 year. Some loans for capital improvements are made for periods 
up to 3 years. 

Production credit associations provide credit to members at the 
lowest possible cost consistent with sound business practices. The 
rate of interest varies among associations. Since the associations 
obtain most of their loan funds by discounting farmers’ notes with 
the Federal intermediate credit banks, interest rates are determined 
to a large extent by the cost of money to those banks. 


Federal intermediate credit banks 


The Federal intermediate credit banks were established under au- 
thority of the Agricultural Credits Act of 1923 (12 U.S. C. 1021), as 
amended. 

These banks make no loans direct to farmers. Instead, they serve 
as banks of discount for the production credit associations and certain 
types of private lending institutions engaged in making loans direct 
to farmers for agricultural purposes. Also, the banks are authorized 
to make loans to and discount agricultural paper for the banks for 
cooperatives and to make certain types of loans direct to farmers’ 
cooperative associations. 

The Federal intermediate credit banks are authorized to discount 
notes with maturities up to 3 years, but most of the notes discounted 
usually mature within a period of 12 months. 

The discount or interest rate charged by the banks is related to the 
cost of money to the banks. The banks obtain their loan funds pri- 
marily from the sale of short-term consolidated debentures. These 
debentures are not guaranteed by the United States Government 
either as to principal or interest. 
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Banks for cooperatives 

The banks for cooperatives were organized under authority of the 
Farm Credit Act of 1933 (12 U.S. C. 1134), as amended. 

These banks make no loans direct to individual farmers. Their 
loans are made to farmers’ cooperative associations. To be eligible 
to borrow from a bank for cooperatives, a cooperative must be an 
association in which farmers act together in marketing farm produce, 
purchasing farm supplies, or furnishing farm business services, and 
must meet the requirements relating to eligibility set forth in the Farm 
Credit Act of 1933, as amended. 

Three distinct classes of loans are made to farmers’ cooperatives: 
commodity, operating capital, and facility loans. Interest rates vary 
with the type of loan and, in some banks, with the term of the loan. 
Generally, the commodity loans carry the lowest interest rate, operat- 
ing capital loans the next higher rate, and facility loans the highest 
rate. 

The Central Bank for Cooperatives, located in the District of Co- 
lumbia, serves district banks for cooperatives by making direct loans 
to them and by participating in certain loans made by the district 
banks. In addition, the central bank makes a very few direct loans 
to large cooperative associations. 
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